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OATH OR AFFIRMATION

I, FRANCIS C. STIFF , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
CHEVAL CAPITAL, INC. , as

of __ DECEMBER 31 ,20 09 , are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:
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This report ** contains (check all applicable boxes):
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Notary Public %CJ 930 3/9

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240. 17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Cheval Capital, Inc.
Alexandria, VA

We have audited the accompanying statement of financial condition of Cheval Capital, Inc.
(the Company) as of December 31, 2009 and the related statements of income and other
comprehensive income, changes in stockholder's equity and cash flows for the year then
ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company's management.
Our responsibility is to express an opinion on these financial statements based on our

audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Cheval Capital, Inc. as of December 31, 2009
and the results of its operations and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. Thé supplemental schedules on pages 8 through 10 are
presented for purposes of additional analysis and are not a required part of the basic
financial statements, but are supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934. The schedules are the responsibility of the Company's
management. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

M, ﬂ/f/t/l/bﬁ’}’)h ¥ Oi, WC

BUCK, STURMER & CO., P.C.
Certified Public Accountants

. February 24, 2010
New York, NY
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Cheval Capital, Inc.

Statement of Financial Condition

December 31, 2009

ASSETS
Cash and cash equivalents $ 259,645
Accounts receivable 13,486
Property and equipment, net of depreciation 4,041
Other assets 190,236
TOTAL $ 467,408
LIABILITIES AND STOCKHOLDER'S EQUITY
LIABILITIES
Accounts payable and accrued expenses $ 102,089
STOCKHOLDER'S EQUITY
Common Stock - $ 0.01 Par Value; Authorized 1,000
Shares; Issued 100 Shares 1
Additional paid-in capital 43,349
Retained earnings 134,319
Accumulated other comprehensive income 187,650
Total Stockholder's Equity 365,319
TOTAL _ ) $ 467,408

The accompanying notes are an integral part of

these financial statements.
-2 -



Cheval Capital, Inc.

Statement of Income and QOther Comprehensive Income

Year Ended December 31, 2009

REVENUES:

Fee income
Realized gain on sale of equity securities

Interest income
Total Income

EXPENSES:
Officers' compensation and benefits
Occupancy costs
Depreciation and amortization

Membership, registration and other fees
Communications
Other operating expenses

Total Expenses
Net Income
Other Comprehensive Income

Unrealized gain on securities held

COMPREHENSIVE INCOME

The accompanying notes are an integral part of

these financial statements.
-3 =

740,539
171,690

1,516

913,745

524,991
52,820
929
2,578
10,262
134,616

726,196

187,549

187,650

375,199




Cheval Capital, Inc.

Statement of Changes in Stockholder's Equity

Year Ended December 31, 2009

Accumulated
Capital Stock Additional Other Total
Common Paid-in Retained Comprehensive Stockholder's
Shares Amount Capital Earnings Income Equity
Balance, beginning 100 $ 1 3 43,349 $ 336,770 $ - $ 380,120

Comprehensive income:
Net Income 187,549 ‘187,549
Unrealized gain on
marketable securities
available for sale:
Unrealized holding gains
arising during the year 306,256 306,256
Less: adjustment for
realized gains recognized

during the year (118,606) (118,606)
Distribution to Stockholder (390,000) (390,000)
Balance, ending 100 S 1 8 43,349 $§ 134,319 $ 187,650 S 365,319

The accompanying notes are an integral part of
these financial statements.
- 4 -



Cheval Capital, incf

Statement of Cash Flows

Year Ended December 31, 2009

CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income K $ 187,549
Adjustments to reconcile net income to net
cash provided by operating activities:

Depreciation and amortization 929
Realized gain on sale of equity securities (171,690)
Loss on disposal of fixed assets 1,997
Bad debt expense 89,535

Changes in assets and liabilities:
(Increase) decrease:

Accounts receivable ' 19,450
Increase (decrease):

Accounts payable and accrued expenses 77,694

Net cash provided by operating activities 205,464

CASH FLOWS FROM INVESTING ACTIVITIES:

Prpceeds from securities sold ' 171,906
Payment for purchase of property and equipment (4,021)
Net cash provided by investing activities 167,885

CASH FLOWS FROM FINANCING ACTIVITIES:
Distribution to stockholder (390,000)

Net cash used in financing acﬁivities (390,000)
Net increase in cash and cash equivalents (16,651)
Casﬁ and equivalents - beginning of year 276,296
Cash gnd equivalents - end of year S 259,645

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash payments for:
Interest , $ =

)

The accompanying notes are an integral part of
these financial statements.
-5 -



Cheval Capital,. Inc. -

Notes to Financial Statements

December 31, 2009

NOTE 1. - ORGANIZATION AND NATURE OF BUSINESS

Cheval Capital, Inc. (the "Company") is a broker-dealer registered with the Securities
and Exchange Commission (SEC) and is a member of the Financial Industry Regulatory
Authority (FINRA) The Company is a Virginia corporation incorporated on July 12, 1996.

The Company provides investment banking services to corporate clients. Such services

include acting as a placement agent in private equity and debt offerings and providing
financial advice in mergers and acqu181t10ns and other areas.

. NOTE 2 -~ SIGNIFICANT ACCOUNTING POLICIES

Fee Income

Fee income is recorded as earned, with billed but not paid amounts reflected as accounts
receivable and amounts received but not yet earned reflected as deferred fee income.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Company considers all highly liquid debt
instruments with a maturity -of three months or less to be cash equivalents.

Concentration of Risk

The Company had revenue from three major customers that represented approximatély 65% of
total revenues for the year ended December 31, 2009.

Accounts Receivable

The Company considers accounts receivable to be fully collectible; accordingly, no
allowance for doubtful accounts is considered necessary. iznagement pariodically reviews
accounts receivable and if amounts are considered uncollectible they are charge to bad
debt expense.

Property and Equipment

Property and equipment are carried at cost. Depreciation is computed using the
straight-line method over the estimated useful lives of the related assets (prlmarlly
five years). When assets are retired or otherwise disposed of, the cost and related
accumulated depreciation are removed from the accounts, and any gain or loss is
recognized currently. The cost of maintenance and repairs is charged to expense as
incurred, whereas renewals and betterments are capitalized.

Income Taxes

The Company has elected, with the consent of its stockholder, to be taxed as an "S"
Corporation under Internal Revenue Code Section 1362(a). 2an "S" Corporation does not
generally pay income taxes but, instead, its stockholder is taxed on the Company's
income. Therefore, these statements do not include any provision for federal corporate
income taxes.



Cheval Capital, Inc.

Notes to Financial Statements

December 31, 2009
Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principals requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Actual results
could differ form those estimates. '

NOTE 3 - PROPERTY AND EQUIPMENT

Property and equipment, at cost, consist of the following at December 31, 2009:

Furniture and fixtures $ 27,533
Office equipment . 14,522
Leasehold improvements 10,020

52,075
Less: accumulated depreciation (48,034)

S 4,041

NOTE 4 — NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule(SEC Rule 15c3-1), which requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1 (and the rule of the applicable exchange also provides that equity may not
be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to
1). At December 31, 2009, the Company had net capital of $ 289,936, which was § 284,936
in excess of its required net capital of $ 5,000. The Company's aggregate indebtedness
to net capital ratio was .35 to 1.00.

NOTE 5 - PENSION PLAN

The Company maintains a defined contribution profit sharing pension plan for all
employees meeting minimum eligibility requirements. A discretionary contribution of
$98,000 was made for the year ended December 31, 2009.

NOTE 6 - LEASE COMMITMENT

On March 6, 2007 the Company entered into a lease modification agreement and exercised
its right to extend the original office space lease through March 31, 2010. The lease
provides in part for the payment of contingent rentals based upon the escalation of real
estate taxes and certain operating expenses.. :

Minimum future lease payments as of December 31, 2009 were as follows:
' Year Ending
December 31

2010 $ 11,775



Cheval Capital, Inc.

Note to Financial Statements

December 31, 2009

NOTE 7 - ACCOUNTING FOR UNCERTAIN TAX POSITIONS

The Financial Accounting Standards Board issued FASB interpretation No. 48 ("FIN 48"),
Accounting for Uncertainty in Income Taxes, which prescribed a comprehensive model for
how a company should measure, recognize, and-disclose in its financial statements
uncertain tax positions only if it is more likely than not that a tax position will be
sustained on examination from such positions, based on the technical merits of the
position. There are no positions for which it is reasonably possible that the total
amount of unrecognized tax benefits will significantly increase or decrease within 12
months of the reporting date.

NOTE 8 — SUBSEQUENT EVENTS
The Company has evaluated subsequent events through February 24, 2010, the date which the

financial statements were available to be issued. No material subsequent events were
found to affect the financial statements of the Company.

-8 -
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Cheval Capital, Inc.

Computation of Net Capifal Under Rule 15c¢3-1 of the
Securities and Exchange Commission

As of December 31, 2009

NET CAPITAL .
Total stockholder's equity qualified for net capital $ 365,319

Deductions and/or charges:
"Nonallowable assets:
Accounts receivable $ 13,486

Property and equipment 4,041
Security deposits 2,584 20,111

TOTAL NET CAPITAL BEFORE HAIRCUT ON SECURiTIES POSITIONS
(tentative net capital) 345,208

Haircuts on securities

Money market funds 4,155

Securities held 28,147

Undue concentration ) 22,970 55,272
NET CAPITAL $ 289,936

AGGREGATE INDEBTEDNESS
Items included in statement of financial condition:

Accounts payable and accrued expenses S 102,089
Total aggregate indebtedness _ $ 102,089

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required:

Company $ 5,000
Excess net capital _ S 284,936
Excess net capital at 1,000% $ 279,727
Ratio: Aggregate indebtedness to net capital v .35 to 1

RECONCILIATION WITH COMPANY'S COMPUTATION

There is no material difference from the Company's computation, therefore
a reconciliation is not included.



Cheval Capital, Inc.

Computation for Determination of Reserve Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

As of December 31, 2009

There are no reportable items with regard to the reserve requirements
Under Rule 15c3-3. ‘

We are exempt from Rule 15c3-3 through the provisions of paragraph k(2)(i).



Cheval Capital, Inc.

Information Relating to Possession or Control'Reguirements
Under Rule 15c3-3 of the Securities and Exchange Commission

As of December 31, 2009.

There are no reportable items with regard to the possession or control
requirements Under Rule 15c3-3.

- 11 -
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Independent Auditor’s Report on Internal Control
' Required by SEC Rule 17a-5 '

To the Board of Directors of
Cheval Capital; Inc. )
‘Alexandria, VA L

.
N

In planning and performing our audit of the financial statements of Cheval
Capital, Inc. (the Company), as of and for the year ended December 31, 2009
in accordance with auditing standards generally accepted in the United States
of America, we considered the Company’s internal control over financial
reporting (internal control) as a basis for designing our auditing procedures
for the purpose .of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s intérnal control. )

Also, as required by rule 17a-5(g)(1l) of the Securities and Exchange
Commission (SEC), we have made a study of the practices and procedures
followed by the Company including consideration of control activities for
‘safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-
5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under rule 17a-3(a)(l1l) and for determining
compliance with the exemptive provisions of rule 15c3-3. Because the Company
does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices
and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications,
‘and comparisons and recordation of differences required by rule
17a-13 '

2. Complying with the requirements for prompt payment for securities

under Section 8 of Federal Reserve Regulafion T of the Board of
Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining
internal control and the practices and procedures referred to in the
preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and
related costs of controls and of the practices and procedures referred to in
the preceding paragraph and to assess whether those practices and procedures

.- 12 -
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can be.expected-to achleve the SEC's above-mentloned objectlves. Two of the

f‘objectlves of lnternal control and the practices and procedures are to :

'_prov;de management w1th reasonable but not absolute assurance that assets for
which the Company has responSLblllty are safeguarded against loss from
unauthorized use -or  disposition ‘and that transactions are executed 1nv
accordance w1th management's authorization and recorded properly to permit
the preparation of financial statements in conformity with generally accepted -
accountlng principles.. Rule 17a-5(g) lists additional objectives of the
practices and’ procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practlces and
procedures referred to above, error or fraud may occur and not be detected.
Also, progectLQn of any evaiuation of them to future perieds is subject to
the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a deficiency, or combination of deficiencies, in
internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

» material weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material
misstatement of the company's financial statements will not be prevented or
detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described
in the first and second paragraphs and would not necessarily identify all
deficiencies in internal ‘control that might be material weaknesses. We did
not identify any deficiencies in internal control and control activities for
safeqguarding securities that we consider to be material weaknesses, as
_defined above. '

We understand that practices and procedures that accomplish the objectives
referred to in the second paragraph of this report are considered by the SEC
to be adequate for its purposes in accordance with the Securities Exchange
Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on
our study, we believe that the Company's practices and procedures, as
described in the second paragraph of this report, were adequate at December
31, 2009, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of
Directors, management, the SEC, Financial Industry Regulatory Authority, and
other regulatory agencxes that rely on rule 1l7a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these
specified parties. - : -

Dot ,Jifuw\/m:u\ 4%%@

Buck, Sturmer & Co., P.C.
New York, New York

February 24, 2010
- 13 -
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Independent Accodntants' Report on SIPC Assessment Recongiliation
Required by Rule 17a-5(e)(4) of the Securities and Exchange Commission

To the Board of Directors of
Cheval Capital, Inc.
Alexandria, VA

In accordance with Rule 1l7a-5(e)(4) under the Securities Exchange Act of 1934, we
have performed the procedures enumerated below with respect to the accompanying
Schedule of Assessment and Payments to the Securities Investor Protection
Corporation (SIPC) for the year ended December 31, 2009 which were agreed to by
Cheval Capital, Inc. and the Securities and Exchange Commission, Financial
Industry Regulatory Authority, Inc. and SIPC, solely to assist you in evaluating
Cheval Capltal, Inc.'s compliance with Rule 17a-5(e)(4). Cheval Capital, Inc.'s
management is responsible for Cheval Capital, Inc.’s compliance with those
requirements. This agreed-upon procedures engagement was conducted in accordance
with attestation standards established by the American Institute of Certified
Public Accountants. The sufficiency of these procedures is solely the
respon51b111ty of those parties specified in this report. Consequently, we make
no- representation regarding the sufficiency of the procedures described below
either for the purpose for which this report has been requested or for any other
purpose. The procedures we performed are as follows:

1. Compared the listed assessment payments with respective cash disbursement
. records entries including examining copies of actual checks issued,
disburement journals and bank records, noting no exceptiomns.

2. Compared the amounts reported on the audited Form X-17-A-5 for the year ended
December 31, 2009, with the amounts reported in the Transitional Assessment
Reconciliation (Form SIPC-7T) for the year ended December 31, 2009 noting no

. exceptions;

3. There were no adjustments reported in Form SIPC-7T; ' - AN

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T
and in the related schedules and working papers noting no exception; and

5. There was no overpayment applied with the Form SIPC-7T.

- 14 -



Bk, Surner & G, PE,

We were not engaged to, and did not conduct an examination, the objective of
which would be the expression of an opinion on compliance. Accordingly, we do
not express such an opinion. ‘Had we performed additional procedures, ‘other
‘matters might have come to our attention that would have been reported to you.
This report is intended solely for the information ahd use of the speélfled

parties listed above and is not intended to be and should not be used by anyone
other than these specified parties. : :

ﬁwr A /fMVWW*CO,,ﬂC,
Buck, Sturmer & Co., P.g.

February 24, 2010
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DETERMINATION OF “SIPC NET OPERATING REVENUE vf(é)g}éﬂl'_'/’y_
' AND GENERAL ASSESSMENT L

R | _ | - o o » ' - Amounts for the fiscal penod
: : - e ' - beginning April 1, 2009

F L - e e " . CEliminate cents

Item No. . ,
2a. Total revenue (FOCUS Line 12/Part IIA Line 9, Code 4030) ' - A 76[, 361

2b. Additions: )
{1) Total revenues from the securilies business ot subsidiaries (except foreign subsldianes) and . ' ' N
‘predecessors not included above. ’ . .

(2) Net loss from principa| transactions in securities in trading accounts.

(3) Net loss from principal transactions in commodities in trading accounts.

(4) Interest and dividend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwnting or distribution ot securities.

{6) Expenses other than advertising, printing, registration fees and legal fees deducted in determlmng net
profit from management of or participation in underwrntmg or distnbution of secunties

(7) Net loss from securities in investment accounts.

Total additions

2c. Deductions: : | '

(1) Revenues from the dlstnbution of shares of a registered open end investment company orunit -
investment trust, from the sale of variable annuities, from the business of insurance, from investment -
advisory services rendered to registered investment companies or insurance company separate
accounts, and from transactions in security futures products.

{2) Revenues from commodily transactions,

(3} Commissions floor brokerage and clearance paid to other SIPC members in connection with
securities transactions

(4) Reimbursements for postage in connection with proxy solicitation.

(5) Net gain from securities in investment accounts. : ' : o - ‘_9;‘(7;105

(6) 100% of commissions and markups earned from iransactions in (i} certificates of deposn and
(ii) Treasury bills, bankers acceptances or commercial paper that mature nine months or Iess
from issuance date. . .

(7) Direct expenses of printing advertising and degal fees incurred in connection with other revenue
related 1o the securities business (revenue defined by Section 16{3){L) of the Act).

(8) Other revenue not related either dlrectly of mdirectly to the securities busmess
{See Instruction C}:

{9) (i) Total interest and dmdend expense (FOCUS Line 22/PART liA Line 13,
Code 4075 plus line 2b{4) above) but not in excess
of total interest and dividend income.

{ii) 40% of interest earned on customers securities accounts
(40% of FOCUS line 5, Code 3960). $

Enter the greater of fine (i) or (ii}

Total deductions

2d. SIPC Net Operating Revenues ~ . | , R $ S—Iq { / Yé
2e. General Assessment @ .0025 R . Cos l, lgg
' ' ! . o . - (to page 1 but not less than

2 S . $150 minimum)

and ending 1y , ZOQ‘_I' o




